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VALOR COMPUTERIZED SYSTEMS Rating: Unchanged BUY
Software / Technology

Last price: € 2,30
Fair value: € 4,35

VALOR going ahead in attractive Markets

¢ Strong Sales-Growth in Q2 2004
e High R&D-Costs; Products TraceXpert and Trilogy convince
e Valor developing to an One Stop Shop-Provider

COMPANY DESCRIPTION
VALOR COMPUTERIZED SYSTEMS is the leader ::: ]
in integrated engineering software solutions through- 3,50 ///\‘/\V\\\
out the design-through-manufacturing electronics 3,00 VA
supply chain. The company’s powerful software tools, 280 W"‘w e wtuta, g
based on ODB++ ensure the rapid transfer of opti- 200
mized data from the design through manufacturing :::
stages. All Valor-products are sold and supported by a 050 ]
worldwide network that includes global subsidiary 0,00
Offlces 8/8/2003 10/7/2003 12/4/2003 2/6/2004 4/5/2004 6/11/2004
Source: Deutsche Borse AG; VALOR COMPUTERIZED SYSTMES
Figures in EUR 2002 2003 2004e 2005¢ 2006e
EPS Dr. Kalliwoda -0,04 0,11 0,14 0,20 0,22
EPS Consensus -0,04 0,11 0,13 0,23 0,26
Revenues (min) 23,0 25,6 30,5 34,2 37,0
net Income (adj.) -0,8 1,9 2,6 3,6 41
net cash per share 1,8 1,7 1,8 1,8 1,8
net Cash 32,7 30,7 32,9 32,0 32,0
Free Cash Flow 3,3 9,4 0,6 0,1 0,1
P/E - 215 15,8 11,4 10,1
P/S - 1,6 1,3 1,2 1,1
Price (curr) 2,25 Shares out (min) 18,25
52W high 435 6M Avrg Vol (000s) 12,7
52w low 2.1 Free Float (in %) 39,2%
Dr. Norbert Kalliwoda Market Cap (min) 41,1 Weight in TecDaxPrimeStandard 0,005%
DVFA-Analyst ROE curr nm. Reuters code VCR
+49 (69) 97205853 Sales CAGR 00-05 8% Bloomberg VCR
research@kalliwoda.com Web Page www.valor.com WKN 928731
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SENSITIVITY ANALYSIS per Share

1. EXECUTIVE SUMMARY

Valor Computerized System [ prime standard: VCR, WKN 928 731], is one of the prominent
providers of productivity-increasing software solutions for the electronic industry. Valor Com-
puterized Systems” Q2/2004 results, when compared to Q2/2003, increased in total sales by
18%. In Q2/2004 Valor generated total sales of close to $ 7,5 Mio. matching the company’s
quarterly sales record as compared to $ 6,3 Mio. for Q2/2003.

On the basis of Valor’s intelligent software solutions, in particular the Trilogy 5000-Solution
and the TraceXpert platform with growing acceptance by customers and experts, we estimate
rising sales in the second half-year.

According to our opinion published in our company report from 17 May 2004, Valor should
reach sales of $ 30.5 Mio. for 2004. In the third and fourth quarter Valor is traditionally
stronger, so that our sales estimates appear defensive.

However we increase the estimation of the research- and development costs as well as the mar-
keting costs and reduce our profit estimation to $ 0.12 for 2004. We maintain all other deter-
minants in our Three-Stage-Discount cashflow model and obtain a fair value of € 4,35 per
share in relation to a target price of € 4,80 in our basic study.

We recommend the share invariably to buy with a target price of € 4,35 on a view of 12
months. The following tables show the results of our sensitivity analyses:

SENSITIVITY ANALYSIS (Market-Capitalization)

(EUR) Discount factor (Mio. EUR) Discount factor
B=1 0,07 0,08 0,09 0,10 0,11 B=1 6,7% 77% 87% 97% 10,7%
0,0% 5,09 4,49 4,04 3,69 3,42 0,0% 92 81 73 67 62
29 05% 5,29 4,62 4,13 3,76 3,47 82 05% 95 83 75 68 63
52 1,0% 5,52 4,77 4,23 3,83 3,53 g £ 1,0% 100 86 76 69 64

O = = ®©

E E o 15% 5,80 4,95 4,35 3,92 3,58 5 1,5% 105 89 71 65
Is 20% 6,13 5,16 4,49 4,01 3,65 68 20% 111 93 81 72 66
155 25% 6,55 5,40 4,65 4,11 3,72 0= 25% 118 98 84 74 67

Source: Dr. Kalliwoda Research

Source: Dr. Kalliwoda Research

With a carefully estimated long-term growth rate of 1,5% and a discount rate of 9%, our sensi-
tivity analysis shows a share quotation of € 4,35 (left table) and a market capitalization of € 79
Mio. (right table).
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2. SUCESSFUL 2. QUARTER 2004

In the second quarter 2004 as well as in the first half year 2004 Valor clearly increased sales
and thereby gained a positive result. The following table shows the Q2/2004 results in com-

parison to Q1/2004 as well as Q1/2004 in comparison to Q1/2003:

VALOR Q2/2004 Figures in Mio. $

Sales in Q2/2004 rose in relation to the period last year by 18 % to nearly $ 7.5 Mio. This quar-
ter proceeds on record level. In the entire first half-year Valor Computerized Systems obtained

Q2 2004 Change Q2 2003 Q12004 Change Q12003
Revenues to Q2 2003 to Q1 2003
Product Sales and Related Services 4,77  19,44% 4,00 4,61 19,73% 3,85
Maintenance 2,68  1557% 2,32 2,54  1091% 2,29
Total Revenues 7,45 18% 6,31 7,15 16% 6,14
Cost of Revenues
Product Sales 0,84 32261% 0,20 0,28 -241% 0,29
Maintenance 0,16  26,83% 0,12 0,20 28,10% 0,15
Total Costs of Revenues 1,00 210% 0,32 0,48 8,13% 0,44
Gross Profit 6,46 8% 5,99 6,67 17,09% 5,70
Research and Development Costs 2,46 31,25% 1,88 2,66 59,64% 1,67
Selling and Marketing Expenses 3,45 997% 3,14 3,34 963% 3,04
General and Administrative Expenses 0,43  14,13% 0,38 0,57  29,38% 0,44
Total Operating Costs and Expenses 6,34 17,67% 5,39 6,56 27% 5,15
Impairment (loss) earnings 0,00 -700,00% -0,01
Profit from Operations 0,11  -80,94% 0,60 0,11  -79,75% 0,55
Financial Income, net 0,22  -31,06% 0,32 0,24 4,80% 0,23
Profit before Taxes on Income 0,34  -63,48% 0,92 0,35  -54,99% 0,78
Taxes on Income | 0,04 -7727% | 0,15 0,06 -64,15% | 0,16
[__Profit before Income Tax due to Dividend Distribution 0,30 -60,70% 0,77 0,30  -52,65% 0,62
Income Tax due to Dividend Distribution | 0,00 -100,00% | -1,31 |
Net Profit Loss) 0,30 -0,54 0,30 -52,65% 0,62
Basic Earnings (Losses) per Share 0,02 -166,67% -0,03 0,02 -3333% 0,03
Diluted Earnings (Losses) per Share 0,01 -713333% -0,03 0,01 -66,67% 0,03
Weighted Av. No. Of Shares Basic Earnings 18,26  0,99% 18,08 18,15 041% 18,08
Weighted Av. No. Of Shares Diluted Earnings 20,60 13,95% 18,08 19,96 851% 18,40

Source: DR. KALLIWODA | RESEARCH

$ 14.6 million which is an increase of 17,3 % in comparison to the previous year period.

In Q2/2004 a net profit by $ 0.301 millions was obtained. That corresponds to a profit for each
share of 0,02 US dollar. For the same quarter in the previous year Valor achieved a net loss of

$ 0.539 millions after having paid a dividend. This led to a loss of $ 0.03 per share.
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Valor generated in the second quarter 2004 a positive operational net cash-flow with $ 0.958
Mio. In the first half-year 2004 the operative net cash-flow amounts to $ 2.2 Mio. Valor further
expanded its competitive edge in its targeted niche markets through technological advantages
and continues to optimize its existing product solutions.

Therefore the expenditures for Research & Development have risen in Q2/2004 (according to
plan) in relation to previous year quarterly results clearly by around 31 % to $ 2.46 Mio. Valor
does not put large value on maximization of their short term profit. A long-term creation of
value is the aim of Valor’s business, which is to be obtained by an expansion of the market
share and leadership in the technology through their highly specialized product portfolio.

Therefore the expenditures for sales & marketing rose in the first half-year 2004 in relation to
the period last year by 10 per cent to $ 6.79 Mio. By the regular increase of the Research &
Development activities EBIT decreased from $ 0.598 millions in the first 6 months of 2003 to
$ 0.114 Mio. in first 6 months/2004.
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2.1 DEVELOPMENT OF BALANCE SHEET

VALOR First Half/2004 CONSOLIDATED BALANCE SHEETS in MIO $

JUNE 30: Change JUNE 30 DECEM 31
2004: to June 2003 2003 2003
. Assets - 000000 ]

CURRENT ASSETS

Cash and cash equivalents 7,19 67,48% 4,29 7,65

Short-term deposits 23,05: 107,31% 11,12 22,66

Marketable securities 0,43 0,00 0,48

Trade receivables, net 4,51 29,74% 3,47 4,61

Jointly controlled entity 1,83; -18,83% 2,26 1,80

Other current assets 1,51 47,47% 1,03 1,37

I

LONG-TERM DEPOSITS 0,000 -700,00% 19,84 0,00

DEFERRED TAX ASSETS 0,62; 50,36% 0,41 0,62

INTANGIBLE ASSETS, NET 0,12} -66,67% 0,35 0,27

TOTAL ASSETS ATTRIBUTED TO DISCONTINUED OP. 0,00: -700,00% 0,03 0,00

TOTAL ASSETS

CURRENT LIABILITIES:

Employees and payroll accruals
Deferred Revenues
Accrued dividend
Other current liabilities

ACCRUED SEVERANCE PAY, NET

TOTAL LIABILITIES AND EQUITY

45,25%
37,55%
-100,00%
4,00%

Source: VALOR COMPUTERIZED SYSTEMS

In the balance sheets the regroupings of funds from long-term to short-term positions is obvious. On the ba-
sis of our interviews with the management we assume that Valor would like to supplement their Product-
portfolio by the purchase of suitable enterprises. In the fragmented market for printed circuit board assem-
bly and production-control smaller companies exist, which are not accepted by the larger players in the
electronics industry due to their insufficient size. Nevertheless they have interesting product solution com-
ponents which could have an added value for Valor’s creation of the electronics value chain. A purchase of
such companies would be strategically meaningful for Valor Computerized Systems.
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2.2 PROFIT AND LOSS-ACCOUNTING

The following table shows the profit and loss calculation. It shows a net profit of $ 2.6 Mio. for

the financial year 2004 and of $ 3.6 Mio. for 2005.

PROFIT & LOSS VALOR COMPUTERIZED SYSTEMS AG
1999 2000 2001 2002 2003 2004e 2005  CAGR
00-05
|Revenues 25,1 29,3 24,9 23,0 25,6 30,5 34,2 81% |
% change 16,9% 15,1% 7,4% 11,2% 19,1% 12,1%
coGSs -43 -3,6 -3,3 23 1,7 -2,2 -2,8
% of revenues 17% 12% 13% 10% 7% 2% 3%
| gross income 20,7 25,7 21,6 20,7 23,9 28,3 31,4 8% |
% change 23,8% -16,0% -4,0% 15,6% 18,2% 11,0%
| Gross margin 83% 88% 87% 90% 93% 93% 92% |
R&D 35 -6,9 -10,5 -85 -9,1 -11,0 -11,0
% of revenues 14% 23% 42% 37% 35% -36% 31%
S, S&A (Distr./Mark.) -12,9 -15,9 -16,5 -13,0 12,4 -14,3 -16,0
% of revenues 52% 54% 66% 56% 49% -47% -45%
Other op. Income 0,0 0,0 0,0 -0,4 0,0 0,0 0,0
[eBITDA 43 2,9 5,4 1,4 2,4 3,0 44 |
% of revenues 17% 10% -22% 6% 9% 10% 13%
|EBITDA margin 17% 10% -22% 6% 9% 3% 4% |
[EBIT 43 2,9 -5,4 1,4 2,4 3,0 44 |
% of revenues 17% 10% -22% 6% 9% 10% 13%
|EBIT margin 17% 10% -22% 6% 9% 3% 4% |
Financial result 1,3 -0,4 2,1 0,7 1,2 0,6 0,6
|Pre tax income 5,6 25 -3,3 -0,8 3,6 3,6 5,0 |
% of revenues 22,4% 8,5% -13,2% -3,3% 14,2% 11,7% 14,6%
Taxes -0,2 0,2 0,0 0,0 1,7 -1,0 -1,4
Tax rate 3,5% -8,3% -0,5% 2,1% 47,3% 27,9% 28,0%
Minorities 0,0 0,0 0,0 0,0 0,0 0,0 0,0
|Net income (Ex adj.) 5,4 2,7 -3,3 -0,8 1,9 2,6 3,6 |
% of revenues 22% 9% -13% -3% 7% 8% 11%
[Net margin 22% 9% 13% -3% 7% 3% 4% |
# shares out (mln) 15,52 18,75 18,54 18,07 18,05 18,05 18,05
|Ers 2,58 0,15 -0,18 -0,04 0,11 0,14 0,20 |

Quelle: DR. KALLIWODA | RESEARCH
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3. CONVINCING TRILOGY-SOLUTION AND
TRACEXPERT PLATFORM

Trilogy 5000 eliminates data inconsistencies by integrating all of the production, logistic and technical in-
formation into a single data base for further processing. Therefore Trilogy 5000 increases the productivity
of production processes. Product end-quality is maximized, production errors are minimized and manufac-
turing resources are optimized. The following chart clarifies the process chain of the Trilogy 5000:

(IR XX NNRRIEN NI N I ]
STREAMLINED NEW H
TRILOGY 5000 -
PrROCESS -

[ ]

1 INTEG RATE DATA
TRILOGY 5000
DATAAUTOMATION

2 VIRTUAL PROTOTYPE
TRILOGY 5000
MANUFACTURABILITY
ANALYS IS

3 OPTIMIZEYIELD

TRILOGY 5000
DFM FoRASSEMBLY
TesT, FABRICATION

OPTIMIZE MACHINE/LINE
TRILOGY 5000

PrOG RAMMING &

LINE BALANCING
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The TraceXpert product optimizes control processes and improves manufacturing efficiency in
electronic production cycles for instance in the automobile-, telecommunications- and enter-
tainment-electronics. In the following illustration an efficient control cycle in a production
process becomes evident, which can be implemented by TraceXpert. For example the module
~Automatic Program Selection® is very relevant, since it selects the correct production pro-
gram. This module reads the bar code of printed circuit board loads, which are to be processed.
It contributes to the production flexibility, saves time and increases the profit of the manufac-
turer enterprises.

TX Control System Report Generator

Global Performance Monitor Feeder Maintenance

Automatic Program Selection Traceability

Real-time Feeder Check Kitting Area Optimization

A Low Level Warning DATABA The Stock Control System

Advanced Feeder Check Incoming Material Registration

Material Control Point Dry Component Administration

The module ,,Global Performance Monitor* shows in clear prompting, in which places of a
process chain the most frequent production errors develop and which kind of errors need to be
considered. This module increases the product quality and saves likewise time. Allegedly sim-
ple modules like ,Low Level Warning* are important. They alarm the producer, which sources
of supply are nearly empty. A machine stop can be prevented by this punctual information.
Also this module leads inevitably to an increased productivity and time saving. Valor wins fur-
ther key customers with this product.
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4. CONTACT

VAL®R

VALOR COMPUTERIZED SYSTEMS, LTD.
P.O. Box 152, Yavne 70600, Israel

Tel: (+972) 89432430
Fax: (+972) 89432429
Email: danh@valor.com (Finanzvorstand)
alonl@valor.com (Global Marketing Communications &
Investor Relations Manager)

Web: www.valor.com

DR. KALLTWODA | RESEARCH

Unterlindau 22

60323 Frankfurt

Tel.: 069-97205853

Tax.: 069-13303852262

HEAD: Dr. Norbert Kalliwoda, CEFA-Analyst
E-Mail: research@kalliwoda.com
www.kalliwoda.com
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Disclaimer

These documents have been prepared solely for information purposes and for the use of the recipient.
They may not be used in the United States of America under any circumstances. They may not be
reproduced in whole or in part or otherwise made available without the written consent of
DR.KALLIWODA RESEARCH, Frankfurt. The distribution of these documents may be restricted by
local law or regulation in certain jurisdictions. These documents are not intended for distribution to, or
for the use by any person or entity in any such jurisdiction; persons accessing these documents are
required to inform themselves about and observe any such restrictions. These documents are not an
offer to sell, or a solicitation of an offer to buy, any products. They do not constitute an offer, or a
solicitation of an offer, to conclude any transaction. Whilst the information provided on this statement
has been prepared by DR. KALLIWODA RESEARCH, Frankfurt, based upon or by reference to
sources, materials and systems that DR. KALLIWODA RESEARCH, Frankfurt believes to be reliable
and accurate, DR. KALLIWODA RESEARCH, Frankfurt does not guarantee its completeness or
accuracy. These documents do not purport to contain all of the information that an interested party
may desire. In all cases, interested parties should conduct their own investigation and analysis of the
transaction described in these documents and of the data set forth in them.

© Copyright by DR. KALLIWODA RESEARCH

Diese Publikation stellt keine Aufforderung zum Kauf oder Verkauf des beschriebenen Produktes dar und
ist keine Beratung im Sinne des Wertpapierhandelsgesetzes. Sie beruht auf Informationen aus von uns nicht
iiberpriifbaren, allgemein zuginglichen Quellen, die wir fiir zuverlissig halten. Sie gibt unsere unverbindli-
che Auffassung liber die Mérkte und die besprochenen Wertpapiere zum Zeitpunkt des Redaktionsschlusses
wieder, ohne Anspruch auf Vollstindigkeit und ungeachtet etwaiger Eigenbestinde in diesen Produkten.
Diese Publikation darf nur in Deutschland verwendet werden.
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